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Highlights of GASB Meeting

At its Dec. 11–13 meeting in Norwalk, Conn., the Governmental Accounting
Standards Board addressed these topics:

Other postemployment benefits. The board discussed three papers on issues related to
other postemployment benefits (OPEB). The board’s tentative decisions regarding
employer and plan disclosures were:
1) Reaffirmed its decision to require disclosure that (a) actuarial calculations for
financial reporting purposes reflect the current substantive plan (the plan as
understood by the employer and employees) and (b) the assumptions that the types of
benefits covered and the employer’s historical pattern of sharing costs with
participants will continue in the future.
2) Concurred with staff’s recommendation to require a parallel disclosure in OPEB
plan reports.
3) Decided that disclosure requirements for OPEB employers generally should be
modeled after the requirements of Statement No. 27, Accounting for Pensions by
State and Local Governmental Employers, with certain modifications.
4) Decided that disclosure requirements for OPEB plans generally should be modeled
after the requirements of Statement No. 25, Financial Reporting for Defined Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans, with certain
modifications.
The board then discussed a second paper regarding available funding vehicles for
postemployment health care plans or other OPEB plans. The board considered under
what circumstances financial reporting should reflect that an employer has
contributed assets to a plan (as opposed to setting aside but retaining a portion of its
own assets for the intended purpose of making contributions to an OPEB plan in the
future). The board tentatively decided that for financial reporting purposes, the
definition of plan assets should be based on the criterion that they are assets that have
been segregated and restricted in a trust for the payment of benefits in accordance
with the terms of the plan.
The board also discussed measurement and disclosure issues related to reporting by
employers participating in cost-sharing OPEB plans. The board asked staff to provide
additional information about disclosure alternatives for cost-sharing employers for
discussion at a future meeting.
Deposit and investment risks. Staff presented the board with a paper that provided
potential language of an exposure draft. A majority of the board tentatively agreed
with staff’s recommendation that a specific disclosure is not required for liquidity
risk. Further research and possible statement wording will be provided at the next
board meeting concerning option risk. The board agreed that currency risk should be
a required disclosure when a government has such risk.
Communications. The board continued discussions concerning whether the
definitions of economic condition and its components that the board had tentatively

adopted in Sept. 2000 should be changed. Specifically, “a government’s economic
condition is a composite of its financial health and its ability and willingness to meet
its financial obligations and service commitments.” Economic condition includes
three components: financial position, fiscal capacity and service capacity.
The principal proposal under discussion was whether the concept of economic
condition incorporates the results of services, including outputs, outcomes, economy,
efficiency and effectiveness, or whether service results are a separate component of
the scope of general purpose external financial reporting (GPEFR).
The board tentatively decided not to amend the previously adopted definition of
economic condition to include service results (outputs, outcomes, economy,
efficiency or effectiveness). Rather, service results would continue to be considered a
separate component of GPEFR. The board also tentatively decided that financial
position should continue to be considered a component of economic condition, rather
than as part of a separate component of GPEFR termed “financial results.”
Affiliated organizations. Staff presented the results of the responses to the revised
exposure draft on affiliated organizations. The board received 111 written responses
to the revised ED and heard testimony from 14 organizations and individuals at the
two public hearings. From the responses, staff identified four issues that need to be
redeliberated:
1) What would be the effect of Financial Accounting Standards Board Statement No.
136, Transfers of Assets to a Not-for-Profit Organization or Charitable Trust That
Raises or Holds Contributions for Others, on affiliated organizations?
2) Should the terms entitlement and ability to otherwise access be clarified?
3) Should significant be defined or clarified?
4) Should financially integrated be clarified?
The final statement is expected to be released in the second quarter of 2002.
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The GASB recently issued its first CPE course, “The New Financial Reporting
Model—A Review of GASB Statement No. 34, Basic Financial Statements—and
Management’s Discussion and Analysis—for State and Local Governments.” The
course covers Statement No. 34 as amended by Statement No. 35 (colleges and
universities) and Statement No. 37 (Statement No. 34 omnibus). It also incorporates
guidance from the Statement No. 34 Implementation Guide.
Targeted at those who have a basic understanding of the current financial reporting
model for governments, the course is designed to be a comprehensive but easy-tofollow walk-through of the new model’s reporting requirements. Graphics,
illustrations, practice exercises and quizzes are used extensively to aid and reinforce
understanding. The text incorporates paragraph references to the statements and
Implementation Guide.
The course is available as a self-study book that qualifies for nine Quality Assurance
Services hours or four NASBA registry credits. It is also available in an instructor-led
format.
Contact Practitioners Publishing Company at 800/323–8724 and select option 6 to
order the self-study book, or ask for Winford Paschall or Lisa Stence for information
about instructor-led training.
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GASB Statement No. 34, Basic Financial Statements—and Management’s
Discussion and Analysis—for State and Local Governments (and related
pronouncements) is effective in three phases beginning with financial statements for
the period beginning after June 15, 2001. To accommodate governments that are not
yet required to implement the statements, the GASB is issuing two versions of the
Codification of Governmental Accounting and Financial Reporting Standards and the
Original Pronouncements until all governments are required to implement the
pronouncements.
The June 30, 2001 updated editions of the Codification and Original Pronouncements
contain changes resulting from the issuance of Statements No. 37, Basic Financial
Statements—and Management’s Discussion and Analysis—for State and Local
Governments: Omnibus, and No. 38, Certain Financial Statement Note Disclosures.

These pronouncements will not become effective until the effective date of Statement
No. 34; therefore, they have not been codified but have been included in Appendix A
of the (non-34) Codification. In addition, Statement No. 34, Statement No. 35, Basic
Financial Statements—and Management’s Discussion and Analysis—for Public
Colleges and Universities, and Interpretation No. 6, Recognition and Measurement of
Certain Liabilities and Expenditures in Governmental Fund Financial Statements, are
included in Codification Appendix A because they too have not yet been codified.
All of the pronouncements are included in Original Pronouncements, without their
effects being highlighted.
A second set of codification and original pronouncements that does include the
effects of Statement No. 34 and its related pronouncements is available for
governments that have begun to implement those pronouncements.
Codification of Governmental Accounting and Financial Reporting Standards as of
June 30, 2001—“Non-34” Bound Edition (October 2001) (No. GCD01) is $57.75.
Original Pronouncements: Governmental Accounting and Financial Reporting
Standards as of June 30, 2001—“Non-34” Bound Edition (October 2001) (No.
GOP01) is also $57.75. A set of Codification and Original Pronouncements, as of
June 30, 2001—“Non-34” Bound Editions (No. GST01) is $99.75.
To order, contact the GASB Order Department, 401 Merritt 7, P.O. Box 5116,
Norwalk, Conn. 06856–5116.
800/748–0659
203/847–6045
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Auston G. Johnson has been appointed to the AICPA Auditing Standards Board.
Johnson has been the Utah State Auditor since 1995 and was reelected for a four-year
term starting Jan. 1, 2001. He is a member of the Utah Association of CPAs and the
AICPA. He also teaches AICPA courses in governmental accounting and auditing.
Johnson is one of five new members appointed to the ASB this year. Other current
members of the ASB, which sets auditing and attestation standards, are:


James S. Gerson, ASB Chair, PricewaterhouseCoopers LLP.



Jeffrey C. Bryan, Crisp Hughes Evans LLP.



Linda K. Cheatham, Linda K. Cheatham, CPA P.C.



Craig Crawford, KPMG LLP.



Richard Dieter, Andersen LLP.



John A. Fogarty, Jr., Deloitte & Touche LLP.



Lynford Graham, BDO Seidman LLP.



Michael P. Manspeaker, Smith Elliott Kearns & Co. LLC.



Susan L. Menelaides, Altschuler, Melvoin & Glasser, LLP.



Alan G. Paulus, Ernst & Young, LLP.



Mark K. Scoles, Grant Thornton LLP.



Bruce P. Webb, McGladrey & Pullen, LLP.



O. Ray Whittington, DePaul University.



Carl L. Williams III, Bennett Thrasher PC.
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The International Federation of Accountants (IFAC) Public Sector Committee (PSC)
has released five new International Public Sector Accounting Standards (IPSASs)
and a new exposure draft. The IPSASs and ED are part of the PSC’s ongoing project
to develop a comprehensive body of international accounting standards for
governments and their agencies around the world.
The new IPSASs are:



IPSAS 13, Leases.



IPSAS 14, Events After the Reporting Date.



IPSAS 15, Financial Instruments: Disclosure and Presentation.



IPSAS 16, Investment Property.



IPSAS 17, Property, Plant and Equipment.

The new PSC ED is ED 22, Definition of a Segment: Amendment to the Definition
Proposed in ED 17 Segment Reporting. ED 22 proposes amendments to the
definition of a “segment” in ED 17 (issued in Jan. 2001). ED 17 proposed that
segments used for internal financial reporting purposes should be adopted for
external financial reporting purposes. Respondents argued that segments constructed
for internal reporting purposes would not always be appropriate for external reports
and that the PSC should develop a definition that reflects the underlying intent of
segment reporting. This ED was prepared in response to those concerns.
Because ED 22 focuses on a single issue, its exposure period is shorter than that for a
full-proposed standard. Comments are invited by Feb. 28.
The IPSASs and the ED are posted on the IFAC Web site.
www.ifac.org
Edcomments@ifac.org
212/286–9570, attention of IFAC’s technical director
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In its comments on the Federal Accounting Standards Advisory Board exposure
draft, Accounting for National Defense PP&E and Associated Cleanup Costs, the
AICPA supported the capitalization and reporting of national defense PP&E in
federal financial statements because it believes that such capitalization is important in
meeting the basic objectives of federal financial reporting as established in FASAB’s
conceptual framework. The AICPA said it found the incorporation of the research by

KPMG, together with the FASAB’s stated basis for conclusions provided appropriate
linkage between the proposed standards and the objectives of federal financial
reporting they are intended to achieve. The AICPA generally supports the proposed
provisions. The letter went on to provide specific comments and suggestions relative
to capitalization of program office costs, mission support items, clean up costs,
implementation timetable, disclosure of major acquisition programs, condition
reporting of major end items, and depreciation.
A copy of the comment letter is available on the AICPA Web site:
www.aicpa.org/belt/ndppecl.htm
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On Nov. 30, the Office of Government Ethics issued a final rule amending the
prohibition on employees’ receipt of compensation for outside teaching, speaking and
writing, as set forth in the Standards of Ethical Conduct for Employees of the
Executive Branch. The amendment permits employees other than covered non-career
employees to accept travel expenses incurred in connection with covered teaching,
speaking and writing activities. The amendment became effective Dec. 31, 2001.
The rule appears on pages 59673-59675 of the Federal Register: Nov. 30, 2001
(Volume 66, Number 231), and can be found at the Office of Government Ethics Web
site.
www.usoge.gov/pages/laws_regs_fedreg_stats/lrfs_files/fedreg/66fedreg/66fr59673.txt
For further information contact: William E. Gressman, Senior Associate General
Counsel, Office of Government Ethics;
202/208–8000; TDD:202/208–8025
202/208–8037
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Nominees Wanted for 2002 AICPA Outstanding CPA in Government Award

Apr. 1 is the deadline for nominations to be considered for the 2002 AICPA
Outstanding CPA in Government Award. To ensure proper recognition, the award is
rotated among CPAs working in the three levels of government. In 2002, only CPAs
working in and contributing to federal government will be eligible. The award is
presented at the AICPA National Governmental Accounting and Auditing Update
Conference.
Each nomination must include a completed nomination form and letter of
recommendation from the candidate’s government employer. In addition, the
application should include, at a minimum, either a letter of recommendation from the
nominee’s state CPA society or other professional association, or an AICPA or state
CPA society member. To be eligible, the nominee must be:


A member of the AICPA and/or a state CPA society employed in federal
government. Government employees who have been retired for less than one
year also are eligible.



Distinguished by having made a sustained and significant contribution to the
increased efficiency and effectiveness of his/her government organization.



Distinguished by having made a significant contribution to the growth and
enhancement of the profession.



Nominated through a formal process in accordance with the specified
requirements.



Currently not serving as the president of his/her state CPA society, or as a
member of the AICPA Board of Directors or AICPA Members in
Government Committee.

For more information, contact Pam Green, Project Manager, Industry and
Management Accounting:
212/596–6034
212/596–6025
pgreen@aicpa.org
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Keeping current on the latest pronouncements may be difficult at times; following is
a listing of recently issued auditing standards and other documents that may be
helpful.
Statements on Auditing Standards (SASs)


SAS No. 94, The Effect of Information Technology on the Auditor’s
Consideration of Internal Control in a Financial Statement Audit (No.
060696CPA02). Effective for audits of financial statements for periods
beginning on or after June 1, 2001. Earlier application is permitted.



SAS No. 93, Omnibus Statement on Auditing Standards—2000 (No.
060695CPA02). This SAS contains three sections, each with its own effective
date. Withdrawal of SAS No. 75, Engagements to Apply Agreed-Upon
Procedures to Specified Elements, Accounts, or Items of a Financial
Statement, effective for agreed-upon procedures engagements for which the
subject matter or assertion is as of or for a period ending on or after June 1,
2001. Amendment to SAS No. 58, Reports on Audited Financial Statements,
effective for reports issued or reissued on or after June 30, 2001. Earlier
application is permitted. Amendment to SAS No. 84, Communications
Between Predecessor and Successor Auditors, effective for audits of financial
statements for periods ending on or after June 30, 2001. Earlier application is
permitted.



SAS No. 92, Auditing Derivative Instruments, Hedging Activities, and
Investments in Securities (No. 060694CPA02). Effective for audits of
financial statements for fiscal years ending on or after June 30, 2001. Early
application is permitted.

Statements on Standards for Attestation Engagements (SSAEs)



SSAE No. 10, Attestation Standards: Revision and Recodification
(No.023029CPA02). Effective when the subject matter or assertion is as of or
for a period ending on or after June 1, 2001. Early application is permitted.

Interpretations of SASs
Interpretations of audit standards are effective on issuance in the Journal of
Accountancy and are available on the AICPA Web site (www.aicpa.org).


Interpretation of SAS No. 73, Using the Work of a Specialist, “The Use of
Legal Interpretations as Evidential Matter to Support Management’s
Assertion That a Transfer of Financial Assets Has Met the Isolation Criterion
in Paragraph 9(a) of Financial Accounting Standards Board Statement No.
140.”



Interpretations of SAS No. 47, Audit Risk and Materiality in Conducting an
Audit (AU sec. 312).

—Interpretation No. 1, “The Meaning of the Term Misstatement.”
—Interpretation No. 2, “Evaluating Differences in Estimates.”
—Interpretation No. 3, “Quantitative Measures of Materiality in Evaluating Audit
Findings.”
—Interpretation No. 4, “Considering the Qualitative Characteristics of
Misstatements.”
AICPA Audit Guides


Analytical Procedures (No. 012551CPA02). Issued June 1, 2001



Auditing Revenue in Certain Industries (No. 012510CPA02). Issued June 1,
2001.



Audit Sampling (No. 012530CPA02). Issued Apr. 1, 2001.



Auditing Derivative Instruments, Hedging Activities, and Investments in
Securities (No. 012520CPA02). Issued Mar. 15, 2001.

Order Information
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